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SUCCESSION PLANNING:

THE GOOD

THE BAD AND

THE UGLY
I1

WL,Old be great il nothing ever went vercing In bus/runs and a0
plans just fell Into place, but life isn't like that. even in fairy tales
Mast businesses are likely in encounter unexpecied surpnses that

Impact upon succez bee.-ouse so many factorIceininhute in business
peiforin.utoe. many uncontrollable. Unders.unding those continually
changtug, firs is crucial. asis anticipating the pcirssibi I Ines and
mitigating (he i r effects where,r possible.

By iaking a look at who doing it wen and who has skipped o'er
ihe baRcs in the succession planning, manual, SNIEs can learn some
imponant lessons and tips In help plan effectively for use future

THE GOOD

By looking at the case oi which top performing David Jones CEO Mari,
McInnes wassucceeded by Paul Zahra when McInnes fe a from grace
recently. one can... succrosion planning operating smoochly an the
top level of an organisation. McInnes was out on the Friday-arid in was
business as usual hy Monday

The David Jones hoard did not hesitate at choosing insider Zahn
in favour of suumlng an outsider no L'eplACC he deputing talent. While
David Eines aid not envisage than there would he a need to env the
young LEO for some time they were fully prepared with a deliberate
succession strategy iii i he e,ent of the unexpected. There are never
any, guarantees, and Zahra stilt must be proven as the right ehoice lor
the top.job , but the prom is that (set been groomed for more than 12
years to fulfil the task.

Lemons that can be learned;
Br fully prepared With a deliberate succession plan for when even
the unexpected happens.

Think ,ibout who the most likely candidates to take over arid buy
the business might be_ Often ihe most suitable candidates are
people already known in the business. They may be internal, such
26-CCI-0.71U, or stiff bi- external competitOr5 or suppliers Arc

39 DYINAD4rCRUSINESS.COMAU OCTOEk.14

Recently, there have
been some very
public examples
of succession that
have reminded
the business world
not only of the
importance of good
succession planning,
but also how far it
can go wrong without
a little thought and
preparation.
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there special attributes or
cplifica dons that potential
new owners must have This
may include Legal financial,
Licensing or educational

Liicinri Identifying candtdates
for 5ut:ce55ton early allows
plenty DI time for the
necessary naming and
persona/ pmpamion so the
successor N Wady to step up:
when the lime comes
identify and communicant
openly with those hat
will eventually atcp up to
fill a management role in
the Orpht&Rtion. This is
important because too often
in business. insufficiera
thought is pm into who wilt
step up to fill management
mks. Assumptions are
made wuhout consultation
or discussion with the
indiriduals concerned.
Dividing a business th a
family situation, for example,
can be one of the hardest
decisions of all. panicularly
iF the main i1554L held is the.
busmcs$ and there Is one Or

mote competing children
hoping to eventually take
control lf business con L inutty
and an imitable outcome
with maintained relationships
AM important, a wise strategy

is to CommUncatt intentions to gian
feedback and acceptance from the main
stakeholders. Failure to do this can
mean disaster, financial (lima/col nirrsou

and relationship breakdown for all
inn:mated parries.
Ensure the SUCCCSSOT 15 trained, prepared
and groomed over time to step smoothdy
into the role. Selling up a business. with
systeirts and processes will enable new
people to kern the operations of the
business. instead of a business in which
the owner holds all the elitnt.supplier,
operational and procedural information
in h15 or her head.

"While David Jones didn't
envisage there'd be a need to exit
the young CEO for some time,
they were fully prepared with a
deliberate succession strategy"

A business must understand 1.1121. ii Is

vulnerable io deception and frdud. This
can have a devastating effect on business
value, particularly if the business is small.
Developing an awareness of how fraud

and other serious issues, such as sc-inia
harassment, could Impact the.business
can save a lot of stress in the future. A
business owner should know his or her
business and employees and have sound
policies and procedures in place to 5,1i kly
dea/ with the most commons problems
that could be encountered.

THE BAD
he recent sudden death vi Queensland

husine-Asman Ken Talbot. along with the
entire board of Sundance Resources in a
plane crash whilst on a raining exploration
i rip to the Congo, reminds us of why thereis
the need for formal suoaosion planning.

While the Talboi uroup chairman, Don
Nissen, te a Likely candidate io fill Talbot's

shoes, no succession plan exists. and he
decision will ultimately he made by Talbot's
gnmng wile: a tough call by anyone's
standards: LiYin! that decision is made, the
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sizeable privately-owned Talbot Empire,
which has estirnated worth of S965 million,
remains In limbo, along with rho face of

sever,a1 other Australian companies with
which Talbot was associated

Lessons that can be learned:
Some of the brightest businesses' futures
have been annihilated by unevected
events that could have been overcome
with sortie p nor ihutight and planning.
Planning for all the positives is a good
idea, but overlooking the potential
problems litut may he faced realistic.
It is Important to understand that not
everything will go the way it was intended
to, because that realisation allows the
opportunity to plan to mitigate pOltriti511

issues and create is more certain future.
Death and disability are the two most
commonly underestimated if events by
business owners. /Cs important to prepare
kit- al/ possibilities, even those ihat seem
Incredibly unlikely
Past management styles have kept the
details of the succession plan for the
organisation secret. however this is
no longer thought to be relevant or
appropriate. Open communication
about succession with all affected
parties is impnrant.

I Don't assume that family members want
to step in to take control of the business:
or will he in a capacity to do so arid
don't ass cane family ues solidify business

relationships. Family members in business
often make verbal agreements because
they share a presumed relationship of
nun. Many business owners have fallen
cm hard iiMea beCalAt they believed their
relationship with other parties ensured
the agreement would be honoured in
the manner intended. The problem with
verbal aattemords used Irt busine5,5 Is
that circumstances can change: people's
recollections become distorted over time
and misunderstanding results not only
in re lattun.51-ap breakdown, but ako in
business breakdown. The results can
be devastating.
An estate plan is not a succession plan.
Simie business owners think ii is sufficient

to rnal4e provision in a will to arrange
the succession plan and see it as simply
a matter of appointing someone to lakr
up ownership after death.. There can be
a lot of confusion about which 0,5SCLS can
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FEATURE 4

iactually be passed on via an estate.. Asset

ownershi p Is rat a I Wayi straightforivard

because of the striwinre of ownership.
For riairrtple, assets held via a family

tuiss. superannuation fund or company_

UN held loin* rather than
as tenanis in common, will be dealt with
differently iron, other assets and ntany mm

EOM part of the estate Er diviSion among
beneficiaries.

a An unroll t aspect DI conning a businims

Is to ensure ir reirrams operational

and functonal, even when ihe owner
isnt personally ehl io do so One
often forgotten aria is the provision
511 auihouty for someone ro ad on the,

business owner's behalf 1.6 sign ,henues
arid nnke financial or other decisions

wheui the owner is unable to Them are

several typo of Powers of Attorney ihat
will enahle a rrusLed person to aci on

ihe ova-telt behalf. rowers of Attorney
may be hmitisd 10 specific tasks or can be

"Some of the brightest businesses'
futures have been annihilated by

unexpected events that could have been
overcome with some prior planning"

Mce141011 TO encompass a wide rang,

areas. TN: normal Power of Mimes will
only remain in force while ihe owner has
the menial capacity to understand Fhe

mahouty that has been pnwided. For this
reason. the Fa dining Power of AL1,1,,ey is

frequently thought to be more appropriate
laecau..se it comes into play when the

suilatton IC rnosi distraughi, lor example.

during untionseifiUsness or mental

You-can imagine the impact of the
business being unable to draw payment

or materials. svalT wages and meet mho

viil crzpenses, and how this ,..)otild Further

Irrip,sn on personal and family
Financial iiierority

THE UGLY

The recem imernal Government change
[torn Ruda 10 Gil bard was an interesting

t--Itw Lift rather ugly. succes6ion. While the

succession it5c1I was relatively smooth.

Involved a welt-prepared successor rind was

well communicated to stakeholders tile
public of Au:drake) it's also an example of

DYNAMICERISINESS.CMCALe oCtoBER ID

needing to camlully protect one's self as a business owner [maple lime

Labor party as a business and Rudd as the 'owner of [hal business and
die patent.] dangers of not having a carefully structured...C.51On
plan in pnkes-I. Ihe 'mews of the owner become clear. In a business
situation_ for example-, 11 is p4.1,:i.sebility ilisi shitieholders can

outnumber The main owner and potensiall ti,erruie their decisions
end IV ITIOVC them from di sir position.

Lessons Mai can be learned:

Ensure the suet ession p1,111 it WI up to enablp Lhe owner OT owners

to Maintain ultimate control Iiircnegki eilOg Ciromi,Eainces
Understand that conflict within a business can often lead to
operational problems that will cause a downturn in ihe business,
allis affecting the business value and rventurd sale price.

I As Long as the owneos maintain ultimate control. the possibility
of using A board 10 assist in dilticult decisions shouldn't be

overlooked. This can allow a business owner to draw upon
experience nui currently av-aiiiible in the business and provide

arms-length impartiality. iWnt5.5 arid a depth and accountability
to succession ihat ts not achievable sole. Many SMEs think that

their size pie ills ihem num hm.ing 9 board, but this isn't the
ease iii ...IL Even v,ty small businesses can benefit front having a

'Mini board' to ensureisorrie degree of perspective when it comes to
nialiting business decisions, especially surrounding what can be the
cmolionally charged subject of succession planning issues.

MATI y business owners may not have enough time TO learn from
personal mistakes and 1,2 e eretilticiisruly io realise sueeess, so it

import:Lea 10 take the opportunity to learn from others and become

positiee suronksion planningirialistie The cases dernottstraied

here each pro,de some insight Into the broad range of issues that
need to cowered off in a succession plan to ensure that the business
L5 not open to potential situations that could bring undone
a lifetime of work. Pew realise that a business with is Formal

succession plan venially becomes more valuable fie

fxigh Racy is ourhor nf rhe firer eortection lr5dl,on tint widirs ant

esCun Mortnkrg. Siker litr5i11(15:
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